This is the third of three papers investigating the differences between foreign and domestic firms in Colombia.
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belong to the largest 100 firms of the country, in fact, derive as much as 67.3 percent of their revenues from exports. The domestic companies that belong to the 100 largest, on the other hand, only derive 4.6 percent of their revenues from exports. For foreign associate companies of the same group, the corresponding figure is 17.7 percent.
Foreign firms are shown to hold much more external debt than their domestic counterparts. This can be explained by a better access to international financial markets.
The exception is foreign fully-owned subsidiaries belonging to the largest 100 firms of the country. These hardly hold any external debt at all. A likely explanation is that multinationals prefer to borrow internationally on the mother company than on any local subsidiaries.
The paper also studies different business sectors, and it is shown that there are large variations between different sectors in terms of exports, imports and external debt.
Sectors that are large exporters, large importers, and large holders of external debt are identified.
The paper is organised as follows: Chapter 2 summarises the results of the two previous papers. In chapter 3, the dataset used for the study is discussed. Chapter 4 looks at exports and imports of domestic and foreign firms. Chapter 5 analyses external debt held by domestic and foreign firms. In chapter 6 the firms are divided into 60 different business sectors, which are analysed regarding exports, imports and external debt.
Chapter 7 concludes the paper.
Note that this paper uses the Anglo-Saxon terminology for billions, trillions and so on. 5 As mentioned earlier, this current paper is the third of three papers documenting a study comparing domestic the behaviour of domestic and foreign firms present in Colombia.
We will here briefly look at the two first papers.
The first paper, Foreign and Domestic Firms in Colombia: How Do They Differ?, 6 studied foreign and domestic firms using data as of 2003. The study used a dataset containing the balance sheets and income statements for some 7,001 firms obtained from the Superintendencia de Sociedades. This study concluded that foreign and domestic firms differ in a number of aspects. Foreign firms tend to have a larger total asset turnover than domestic firms; they are more leveraged than domestic firms; and they tend to have a lower net-profit margin than domestic firms. However, these results were not conclusive. When the dataset was broken down by sector, the results were much less clear. Large differences between different sectors were found, and while foreign firms might do better in some sectors, the situation was the opposite in others.
The second paper, Foreign and Domestic Firms in Colombia: Development and Trends 1996-2003, 7 continues by investigating the development of foreign and domestic firms in the country during the period 1996 to 2003. The same dataset is used as in the preceding study, but only those firms present throughout the whole period are included, which reduces the number of firms to 3,452. The paper presents a number of results: If the development of foreign majority-owned firms is compared to the development of domestic firms, it is shown that foreign firms have, in terms of aggregate sales, grown faster than their domestic counterparts. Profit developments have also been more positive for foreign firms than for domestic firms, both in terms of operating margin and net-profit margin. For foreign minority-owned firms, on the other hand, the results are less conclusive. The ratios studied are much more volatile for these firms than for the rest, which is probably explained by them being a smaller sample. The period studied 6 Rowland (2003a) . 7 Rowland (2003b) .
also include the economic crisis of 1999. It is shown that the sales of all firms were negatively affected by the crisis, even if foreign-majority owned firms were less affected than both foreign minority-owned and domestic firms. Concerning net-profit margins, it is shown that foreign majority-owned firms as an aggregate was not affected at all by the crisis, while both foreign minority-owned and domestic firms were affected, the former more seriously than the latter.
{PAGE } 3 The Dataset
The research presented in this paper looks at the Colombian corporate sector at a firm level. The research is based on balance sheets and income statements for the vast majority of Colombian registered firms. These are obtained from the Superintendencia de Sociedades. This dataset is then crossed with a database, which is held by the Banco de la República, and which contains data on exports, imports and external debt for the individual firms. Section 3.1 presents and discusses the Superintendencia de Sociedades database. The Banco de la República database is presented and discussed in section 3.2.
Section 3.3 and 3.4 divides the dataset into different size brackets and ownership categories.
The Superintendencia de Sociedades database
The study carried out here uses a database obtained from the Superintendencia de 
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The database includes information on:
• NIT number (a unique identification number) 9
• Company name
• City and department where registered
• CIIU (the firm's main activity area -one out of 366 activity areas)
• Sector (one out of 60 sectors)
• Balance sheet accounts (Assets, Liabilities, Equity)
• Income statement accounts (Revenues, Expenses, Net profit)
Even if most of the data has been verified by the Superintendencia, errors remain.
10
Considerable time has, therefore, been spent on correcting any such errors, since they could otherwise invalidate the results of the study.
The dataset used in this study is the same as that used in Rowland (2005a) . In line with that study, a number of firms were excluded from the original database. These include micro enterprises, defined as firms with total assets of less than COP 166 million, 11 and firms with total sales of less than COP 83 million, which were regarded as too small as well. The rationale is that only a small fraction of micro enterprises are registered with 
The Banco de la República database
The Banco de la República holds a database containing exports, imports, and foreign debt flows for individual firms. 13 The data is generally of very good quality, and it is used to calculate the balance-of-payments statistics of the country.
The foreign debt flows are in the database divided into principal payments, amortisations, and interest payments. For the purpose of the study, the stock of external debt of individual firms was calculated by aggregating principal payments and amortisations over time.
The data on exports, imports and external debt was then added to our original dataset of 7,001 firms, using the NIT number of each firm as an identifier. The different aggregates presented in the following chapters could then be calculated.
The Banco de la República has strict confidentiality agreements with the individual firms reporting to the Bank. For this reason, access to the database is restricted to only a handful of individuals within the Bank. This restricted access has also limited the scope of the study presented in this paper. 14 This study, therefore, leaves many gaps, which hopefully can be filled by future research in the area. 13 The sources of exports and imports are, in fact, DIAN and DANE, who supply the data to the Banco de la República. 14 I never had direct access to the database. Instead, Jorge Martinez helped me to compute the aggregates presented in this paper. I am very grateful to him for this help, as well as for his insight and useful comments.
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Firms by Size
The firms in the dataset have, for the purpose of the study, been divided into size brackets based on total assets. These size brackets are defined in table 3.1, and are the same as those used in Rowland (2005a) . The definition of micro, small, medium-sized and major companies is as stipulated by Law 590 of 2000. In addition, two more size brackets have been defined, large firms and the largest 100, as apparent in the table. Note: The Largest 100 size bracket is defined to include the largest 100 firms in the dataset. Large firms have been defined to have a cut-off point ten times the size of major firms. Micro, small, medium-sized and major firms are defined according to Law 590 of 2000. Micro enterprises are excluded from the study. Table 3 .2 presents the 2003 dataset divided into these size brackets. It is apparent that the largest 100 firms account for as much as 47.3 percent of total assets, while small and medium-sized firms together, even if as many as 3,384, only account for 3.6 percent of total assets. This presents one problem when analysing the data. If normal arithmetic averages are used to express a measure, these will mainly be based on small and mediumsized firms, with the largest 100 firms only playing a marginal role. However, an aggregate figure or an average weighted on the assets of firms will be dominated by the largest 100 firms, with small and medium-sized firms playing hardly any role at all.
Firms of different sizes can be assumed to behave very differently, so this calls for firms of different size brackets to be studied separately. In line with Rowland (2005a) we have, furthermore, decided to use weighted averages for the purpose of the study rather than plain arithmetic averages.
In the study carried out here, we will, furthermore, merge the small and medium-sized brackets into one, i.e. small and medium-sized enterprises (SMEs). 
Firms by Ownership: Domestic and Foreign Firms
We are also, for the purpose of the study, dividing the firms into domestic and foreign firms. Foreign firms are, furthermore, divided into foreign associate companies, and foreign fully-owned subsidiaries, 16 where the former are firms where foreign individuals or companies have an equity stake, but which are not fully-owned subsidiaries. 17 It should be noted that fully-owned subsidiaries are always 100 percent owned by their foreign mother company. Foreign associate companies, on the other hand, are generally not 100 percent owned by foreign interests, even if there are cases when such firms are fully owned by two or more foreign firms or individuals. 15 In Spanish, these are referred to as empresas pequeñas y medianas or PYMEs. 16 In Spanish, the former are referred to as filiales and the latter as sucursales. 17 This is in line with definitions in OECD (1996) . The division used here is different from that used in Rowland (2005a) , who divided the foreign firms into foreign-minority owned firms, and foreign-majority owned firms. The former are firms where foreigners hold less than 50 percent of the equity, while the latter are firms where foreigners hold 50 percent or more. The data on foreign participation is, however, not of very good quality, 18 so we have in this study decided to divide foreign firms into foreign associate companies and foreign fully-owned subsidiaries instead. 18 The data on foreign participation is included in one of the annexes of the Superintendencia de Sociedades database, and this data has not been verified. Data on whether firms are foreign associate companies or foreign fully-owned subsidiaries is registered in the Banco de la República database, and can generally be regarded to be correct.
Exports and Imports
In this chapter we will look at exports and imports of firms. It is of particular importance to understand the difference between domestic and foreign firms in terms of exports and
imports when analysing what effect foreign direct investment has on trade flows. For the purpose of the study, we will divide the dataset into domestic firms, and foreign associate companies and foreign fully-owned subsidiaries, as defined in the previous chapter. The firms will also be divided into size brackets. Section 4.1 studies the export volumes of the firms, and section 4.2 studies imports.
Exports
Figure 4.1 on the next page shows the exports-to-sales ratio of domestic firms, foreign associate companies, and foreign fully-owned subsidiaries. It is apparent from the figure that foreign firms are much more inclined to export than domestic firms. It is also apparent that foreign fully-owned subsidiaries are more inclined to export than foreign associate companies. In fact, even if foreign fully-owned subsidiaries only account for 9.6 percent of total sales, 19 they account for 28.3 percent of total exports, as shown by to the largest 100 firms. In fact, of the 11 foreign fully-owned subsidiaries present among the 100 largest firms, seven are multinational oil companies. It is also apparent from the figure that foreign associate companies are more inclined to export than domestic firms throughout all size brackets.
Imports
If we study imports, the picture looks different from the case of exports. Figure 4 .3 on the next page shows the imports-to-sales ratio of domestic firms, foreign associate companies, and foreign fully-owned subsidiaries. It is apparent from the figure that foreign associate companies is the category of firms that is most inclined to import. In fact, foreign associate companies account for as much as 56. The imports-to-sales ratio of firms of different size brackets is graphed in figure 4 .4. The pattern shown by figure 4.3, i.e. that foreign associate companies tend to import most, and domestic firms least, is the same for all size brackets. It is also apparent that larger firms tend to import more than smaller firms, a trend that is broken only by the largest 100 firms, which tend to be less inclined to import. 
External Debt
We will in this chapter continue by studying external debt held by foreign and domestic firms. This is an important parameter when analysing what impact foreign direct investment has on private external debt flows.
The external-debt variable studied in this chapter includes all foreign-currency denominated debt, apart from credit-lines held with suppliers and debt that a subsidiary holds with its mother company. Figure 5 .1 shows the ratio of external debt to total liabilities. It is apparent that foreign associate companies are much more inclined to take on external debt than domestic firms.
A probable explanation to this is that foreign firms have a much better access to international financial markets than domestic firms. It is also apparent from the figure that foreign fully-owned subsidiaries hardly hold any external debt at all. This is not that surprising, since it in many cases does not make sense for a multinational to borrow money internationally on one of its subsidiaries, when it can do so on the mother company. Debt that fully-owned subsidiaries hold with their mother company is, furthermore, excluded here.
{PAGE } Figure 5.1: External debt to total liabilities of domestic and foreign firms
Source: Banco de la República, Superintendencia de Sociedades, and own calculations. If the firms are divided into size brackets, an interesting pattern occurs. Figure 5 .2 shows the external-debt-to-total-liabilities ratio of firms of different sizes. For domestic firms and foreign associate companies, there is a clear tendency of larger firms borrowing more internationally than smaller firms. This is also expected, since larger firms in general should have better access to international financial markets than smaller firms. For foreign fully-owned subsidiaries, the pattern shown in the figure is, however, rather the opposite. For small and medium-sized firms, major firms and large firms the externaldebt-to-total-liabilities ratio is between six and eight percent, while for the largest 100 firms, the ratio is close to zero. To find an exact explanation to this, the individual firms have to be studied. The restricted access I have to the data does not allow me to do this.
Instead, this has to be left for future research to explain. However, one plausible explanation, as discussed earlier, is that multinationals probably prefer to borrow internationally on the mother company rather than on any of its local subsidiaries. 
{PAGE } 6 Firms by Sector
Firms of different sectors can be expected to behave very differently, as suggested by Rowland (2005a) . We will in this chapter look at exports, imports and external debt in different sectors. The results presented here are only meant to be a first introduction to the area and could act as a foundation for future research. Section 6.1 starts by defining the sectors used. Section 6.2 shows some selected statistics, and section 6.3 looks closer at the 20 most important sectors.
The Sectors in the Superintendencia de Sociedades Database
The database from the Superintendencia de Sociedades divides the firms into 60 different sectors representing different business segments. These are, in fact, numbered 1 to 66 with some numbers missing. Table 6 .1 on the next page shows a complete list of these sectors. Table 6 .2 on the next few pages presents statistics of exports, imports, and external debt for the 60 sectors defined above. The sectors have been sorted in order of importance in terms of aggregate sales. Note: The fact that coal and derivatives has an exports-to-sales ratio of 101.0 percent might be explained by the fact that exports are converted from US dollars using the average 2003 exchange rate, while export revenues in the firm's sales account are converted into pesos using the exchange rate on the transaction date.
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Selected Statistics of the Different Sectors
Source: Banco de la República, Superintendencia de Sociedades, and own calculations. In terms of sales, the most important sector is wholesales, with some COP 33,100 trillion in revenues. This is followed by food industry, retail, chemical products, and vehicle sales in terms of importance.
When it comes to exports, sectors that dominate in absolute terms include oil and gas, with some USD 1.4 billion, followed by coal and derivatives, wholesale, chemical products, and steel and basic metals.
In relative terms, sectors dominated by exports, i.e. sectors with a high exports-to-sales ratio, include coal and derivatives, steel and basic metals, oil and gas extraction, fishing, and leather products.
If we look at imports, sectors that dominate in absolute terms include wholesales, with imports of some USD 2.1 billion, followed by chemical products, food industry, vehicle manufacturing, and vehicle sales.
In relative terms, sectors with a high imports-to-sales ratio include manufacturing of other means of transportation followed by vehicle manufacturing, metal-mechanical products, rubber products, and chemical products. These are all sectors that import much of their raw material and other inputs.
When analysing external debt, the sectors that hold most external debt in absolute terms include telecommunications, with some USD 1.36 billion in external debt, followed by drinks, pipelines, wholesale, and coal and derivatives.
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The 20 Most Important Sectors
The 20 most important sectors in terms of aggregate sales are defined by table 6.2 in the previous section. These sectors are shown by figure 6.1 on the following page. As discussed in the previous section, the most important sector is wholesales, with some COP 33,100 trillion in revenues. This is followed by food industry, retail, and chemical products.
Another important observation from figure 6.1 is that some sectors are dominated by foreign firms, while others are dominated by domestic firms. Oil and gas extraction, coal and derivatives, and vehicle manufacturing all see more than 80 percent of their revenues generated by foreign firms. In sectors like investment activities, and retail, on the other hand, less than 20 percent of revenues are generated by foreign firms. Figure 6 .2, 6.3 and 6.4 shows export-to-sales ratios, import-to-sales ratios, and externaldebt-to-total-liabilities ratios respectively for the 20 most important sectors.
From figure 6.2 we can conclude that sectors that derive more than 50 percent of their sales from exports include coal and derivatives, steel and basic metals, oil and gas extraction, agriculture for exports, 20 and clothes.
Sectors that are large importers include, according to figure 6.3, vehicle manufacturing, metal-mechanical products and chemical products.
Sectors that have a large external-debt-to-total-liabilities ratio, include telecommunications, drinks, steel and basic metals, and coal and derivatives, as Note: Wholesale has total sales of COP 33,066 trillion, of which 47.4 percent are generated by foreign firms.
Source: Banco de la República, Superintendencia de Sociedades, and own calculations. 
Conclusions
In this paper we have analysed exports, imports and external debt of domestic and foreign firms in Colombia. The study uses dataset containing balance sheets and income statements for some 7,001 firms for the year 2003. This dataset, which is obtained from the Superintendencia de Sociedades, is crossed with a database of the Banco de la República, containing firm-level data on exports, imports and external debt. The dataset is divided into different size brackets: Small and medium-sized, major, large, and the largest 100 firms. The dataset is also divided into domestic firms, foreign associate companies, and foreign fully-owned subsidiaries.
The paper presents a number of results: Foreign firms are shown to be both larger exporters and larger importers than their domestic counterparts. Foreign firms are also shown to hold much more external debt than their domestic counterparts. The latter can be explained by a better access to international financial markets. The exception is foreign fully-owned subsidiaries belonging to the largest 100 firms of the country. These hardly hold any external debt at all. A likely explanation is that these firms are subsidiaries of multinationals, which prefer to borrow internationally on the mother company rather than on any local subsidiary. The paper also studies different business sectors, and it is shown that there are large variations between different sectors in terms of exports, imports and external debt. Sectors that are large exporters, large importers, and large holders of external debt are identified.
This paper, as well as the two previous papers on the subject, does not intend to generate any conclusive results. This has been to limit the scope of a potentially very extensive project. Even if the research, indeed, has produced several interesting results, the objective of the project has been to act as an introduction to a little researched area of the Colombian economy.
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I hope that these three papers will prove helpful for anyone intending to do research on the Colombian corporate sector or into the differences in behaviour between domestic and foreign firms in the country. If that proves to be the case, one key objective of the research has been fulfilled.
